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Iliance for the Mentally 11l of DuPage County. M. Robert G Rybica,
ssistant state's attorney of DuPage County, appeared on behalf of the
DuPage County Board of Revi ew.

SYNOPSIS: A hearing was held in this matter on Mrch 13, 1995, to
determ ne whether or not the parcel here in issue and the residence |ocated
thereon, qualified for exenption from real westate tax for the 1993
assessnent year. Is the Alliance for the Mentally Il of DuPage County
(hereinafter referred to as the "Applicant"), a charitable organization?
Did the Applicant own the parcel here in issue and the residence thereon,
during all of the 1993 assessnent year? Did the Applicant use this parce
and the residence thereon, for charitabl e purposes during 1993, or was said
parcel |eased or otherw se used for profit during that year? Follow ng the
subm ssion of all of the evidence and a review of the record, it is
determ ned that the Applicant is a charitable organization, and that it
owned this parcel during the period January 26, 1993, through Decenber 31

1993. During the period January 26, 1993, through My 1, 1993, the



residence on this parcel was in the process of being adapted for exenpt
use. During the period May 1, 1993, through Decenber 31, 1993, said parce
and the residence thereon, were used for charitable purposes as an eight-
resident group hone for nentally ill persons operated by the DuPage County
Heal t h Depart nent.

FI NDI NGS OF FACT: The position of the Illinois Departnment of Revenue
(hereinafter referred to as the "Departnment”) in this matter, nanely that
this parcel and the residence thereon, did not qualify for exenption during
the 1993 assessnent year, was established by the adm ssion in evidence of
Departnent's Exhi bits nunbered 1 through 6B

M. Jerry Ercolano, president of the Applicant, and M. Norman
Bartells, program coordi nator of residential services for the DuPage County
Heal th Departnment, were present at the hearing, and testified on behalf of
the Applicant.

On Novenber 13, 1993, the DuPage County Board of Review forwarded an
Application for Property Tax Exenption To Board of Review, concerning this
parcel for the 1993 assessnent year, to the Illinois Departnment of Revenue
(Dept. Ex. No. 2). On April 29, 1994, the Departnment notified the
Applicant that it was denying the exenption of the parcel here in issue for
the 1993 assessnent year (Dept. Ex. No. 3). On May 11, 1994, the president
of the Applicant wote a letter to the Department, requesting a fornal
hearing in this matter (Dept. Ex. No. 4). The hearing held on March 13,
1995, was held pursuant to that request.

The Applicant was incorporated, pursuant to the "General Not For

Profit Corporation Act", of Illinois, on October 1, 1985, for the foll ow ng
pur poses:
"The corporation wll operate exclusively for charitable or

educati onal purposes as foll ows:

To establish, encourage, and perpetuate an organi zati on of
famlies and friends of people with nental illness, and to



let them know that they have a friend in DuPage Cy. To
protect rights and to pronote the welfare, confort and
happi ness, and to inprove the conditions generally of the
mentally ill wherever they may be, whether in institutions,
special living conditions, or in private hones; to foster
new and inproved progranms and services, and further the
advancenent of studies and research for treatnent of nmental
illness; to further neans for providing for adequate
medi cal services, enploynent, housing, care, education,
recreation, and other matters for the nentally ill, which
may be consistent with the purpose of this corporation; to
devel op an enl i ghtened and nor e synpat heti c public
understanding of the problenms of the nentally ill, and of
the public responsibilities relative thereto; to solicit and
receive funds for the acconplishment of the foregoing
pur poses. "

During 1993, the Applicant sought and supported effective psychiatric
and nedical treatnent for the nmentally ill, as well as appropriate housing
and vocational training for them During 1993, the Applicant had no
capital, capital stock, or shareholders, and no one profited from the
enterprise. In fact, during 1993, the Applicant had no paid enpl oyees.
During 1993, the Applicant's primary sources of funds were grants, proceeds
of fund-raisers, donations, nenbership dues, rental i ncone, and fees for
servi ces.

Prior to 1993, the Applicant and the Mental Health Division of the
DuPage County Health Department (hereinafter referred to as the "Menta
Health Division"), had operated an Applicant-sponsored, Mental Health
Di vi si on, supervised, client-operated, vocational workshop. The Applicant,
for several years, had been trying to find housing for nentally ill persons
wi t hin DuPage County. The Illinois Departnent of Public Aid (hereinafter
referred to as "Public Aid'), had a nunmber of forner DuPage County
residents inap-propriately placed in nursing honmes outside of DuPage
County. These particular nursing honmes had a resident popul ation of nore
than 50% persons with nmental illness. These facilities were classified for
the purposes of the federal Medicaid reinbursement programas Institutes
for Mental Disease, or | NMDs. The Federal Medicaid reinbursement program

woul d not pay for treatnent for persons with nental illness in |MDs.



Consequently, the full cost of the care of persons in |IMDs was paid for by
Public Aid. The Applicant, the Mental Health Division and Public Ad
wor ked out an arrangement, whereby the Applicant applied for and obtained a
DuPage County Comunity Devel opment Block Grant for $105, 000.00, funded
with United States Department of Housing and Urban Devel opnent (hereinafter
referred to as "HUD') Section 202 funds, and then obtained a nortgage
secured loan for the balance, and purchased the parcel here in issue and
the residence thereon, on January 26, 1993. On January 20, 1993, the
Applicant |eased this parcel and the residence thereon, to the Mental
Health Division for $1,580.00 per nonth. This anmpbunt was cal cul ated as
fol | ows: $927.00 per nonth for debt service, $167.00 per nonth for
bui I di ng i nsurance, $70.00 per nonth for closing costs anortized over three
years, and capitol replacenent reserve of $416.00 per nmonth. The Appli cant
in February 1993, had conpleted the financing, and obtained bids for the
renmodel i ng of the seven-bedroom three and a half bath residence, |ocated
on this parcel. During March 1993, the interior walls of the entire house
were painted, the kitchen was renodeled, and work was done in the three
bat hroonms. During April 1993, new appliances were ordered, and an electric
al arm system was installed. Also, during April, a new roof was put on, as
well as new soffiting and guttering, and the siding was painted. A new
furnace and air conditioning systemwere also installed during April 1993.
During May 1993, the eight nentally ill residents noved in. The residents
were all former DuPage County residents, who had been housed in | MDs. Since
this residence had fewer than 16 occupants, it did not qualify as an | MD,
and the federal Medicaid reinbursenment programwould pay for certain care
for the residents. The cost to Public Aid to keep a person in an I NMD during
1993, was nore than $80.00 per day. The cost to Public Aid to keep a person
inthis group home was $67.00 per day, after the Medicaid rei mbursenent.

Consequently, Public Aid allowed the Mental Health Division to pick the



persons to occupy this group honme fromanong the forner DuPage County
residents, who at that tine were housed in |[|Ms, funded by Public Aid.

Since the cost to Public Aild was |lower to keep a person in this group hone,

Public Aid agreed to, and from May 1, 1993, through Decenber 31, 1993, paid
the cost of care of the eight residents of this group home. The Mental

Health Division provided the staffing, and operated the group hone during
the period My 1, 1993, through Decenber 31, 1993. The Ment al Heal t h
Division, after My 1, 1993, staffed the hone with four full-tinme nmenta

heal t h professionals. One of those professionals was on duty each day
between 7:00 A M and 10:00 P.M The Mental Health Division also provided
a half-time clinical consultant, who was available to consult with the
staff in this residence. Bet ween 10: 00 P.M and 6:00 A.M each day, there
was a person designated as an overni ght supervisor, who occupi ed a bedroom
and attached private bath, on the main floor of this residence. These

facilities were provided to the overnight supervisor rent-free, and

utilities paid. This was the primary residence of the overnight
super vi sor. The overni ght supervisor was under contract to the Mental
Heal t h Di vi si on. The overnight supervisor was required to assist the

residents in the preparation of neals, nonitor the resident's medication
i ntake, and handle any energencies concerning the residents, which m ght
ari se. It was the clinical judgment of the Mental Health D vision that
sone of the residents of this facility required 24-hour supervision.

1. Based on the foregoing, | find that the Applicant is a charitable
or gani zat i on.

2. | further find that the Applicant owned the parcel here in issue
during the period January 26, 1993, through Decenber 31, 1993.

3. Said parcel, | find, was |eased by the Applicant to the Mental
Health Division during the period January 20, 1993, through Decenber 31,

1993.



4. During the period January 26, 1993, through May 1, 1993, the
residence on this parcel was in the process of being adapted for exenpt
use.

5. During the period May 1, 1993, through Decenber 31, 1993, | find
that the Applicant owned this parcel, and leased it to the Mental Health
Division for a nmonthly rent, which allowed the Applicant to recover its
acqui sition costs and future mai ntenance expenses.

6. The Mental Health Division, | find, operated a group home for
eight nentally ill persons, who had been residents of DuPage County on this
parcel during the period May 1, 1993, through Decenber 31, 1993.

7. During the period May 1, 1993, through Decenber 31, 1993, the
operating costs of this group home, operated and staffed by the Mental
Health Division, were financed by Public Aid.

8. Finally, I find that the overnight supervisor's quarters, |ocated
in the residence on this parcel, were reasonably necessary to the operation
of this group hone.

CONCLUSI ONS OF LAW Article I X, Section 6, of t he Illinois
Constitution of 1970, provides in part as foll ows:

"The General Assenbly by I|aw my exenpt fromtaxation only the

property of the State, wunits of [|ocal government and schoo

districts and property used exclusively for agricultural and
horticultural societies, and for school, religious, cenetery and
charitabl e purposes.”

35 ILCS 205/19.7 (1992 State Bar Edition), exenpts certain property
fromtaxation in part as foll ows:

"All property of institutions of public charity, all property of

beneficent and charitabl e organizations, whether incorporated in

this or any other state of the United States,...when such

property is actually and exclusively used for such charitable or

benefi cent purposes, and not | eased or otherw se used with a view

to profit;...."

35 ILCS 205/19.9 (1992 State Bar Edition), exenpts certain property

fromtaxation in part as foll ows:



"All market houses, public squares and other public grounds owned

by a nmunicipal corporation and wused exclusively for public

pur poses...."

It is well settled in Illinois, that when a statute purports to grant
an exenption fromtaxation, the fundanental rule of construction is that a

tax exenption provisionis to be construed strictly against the one who

asserts the claimof exenption. International College of Surgeons v.
Brenza, 8 1l1.2d 141 (1956). Wenever doubt arises, it is to be resolved
agai nst exenption, and in favor of taxation. Peopl e ex rel. Goodman v.
University of [Illinois Foundation, 388 Ill. 363 (1944). Finally, in

ascertaining whether or not a property 1is statutorily tax exenpt, the

burden of establishing the right to the exenption is on the one who clains

the exenption. MacMurray College v. Wight, 38 Il1.2d 272 (1967).

In the case of Methodist Od Peoples Home v. Korzen, 39 Il1.2d 149
(1968), the 1llinois Supreme Court set forth six guidelines to be used in
determ ning whether or not an organization 1is charitable. Those six

guidelines read as follows: (1) the benefits derived are for an indefinite
nurmber of persons; (2) the organization has no capital, capital stock, or
sharehol ders, and does not profit from the enterprise; (3) funds are
derived mainly fromprivate and public charity, and are held in trust for
the objects and purposes expressed in the charter; (4) charity is dispensed
to all who need and apply for it; (5) no obstacles are placed in the way of
those seeking the benefits; and (6) the primary use of the property is for
charitabl e purposes. I  have previously found that the Applicant net each
of the first five of the foregoing guidelines during the period January 26,
1993, through Decenber 31, 1993.

I1linois Courts have held property to be exenpt fromtaxation where it
has been adequately denonstrated that the property is in the actual process
of devel opment and adaptation for exenpt use. Illinois Institute of

Technol ogy v. Skinner, 49 111.2d 59 (1971); People ex rel. Pearsall v.



Cat holic Bishop of Chicago, 311 Ill. 11 (1924); In re Application of County
Collector, 48 111.App.3d 572 (1st Dist. 1977); and Weslin Properties, Inc.
v. Department of Revenue, 157 |IIl.App.3d 580 (2nd Dist. 1987). I
consequently conclude that the Applicant was in the process of adapting
this parcel and the residence thereon, for exenpt wuse during the period

January 26, 1993, through May 1, 1993.

For the purposes of 35 ILCS 205/19.9, the Illinois Suprenme Court has
determ ned that the term "municipal corporation” includes counties. SKki
Corpo-ration v. Korzen, 32 11l1.2d 249 (1965) and Perkins v. County
Commi ssi oners of Cook County, 271 IIl1. 449 (1916).

Both 35 [11CS 205/19.7 and 35 ILCS 205/19.9 require that for property
to be exenpt from taxation, an exenpt organization nust own the property,

and an exenpt organization nust use it for exenpt purposes. In Childrens

Devel opnent Center, Inc. v. dson, 52 111.2d 332 (1972), a Roman Catholic
convent, an exenpt organization, |eased its property to an exenpt school,
whi ch used the property for school purposes. In that case, the Suprene

Court held that the | ease was not a |lease for profit. That is also the case
here where the Applicant, a charitable organization, is |easing property to
the Mental Health Division, which is an entity of county governnent.

Wth regard to cases involving residential facilities owned by exenpt
organi zations, the Suprene Court in considering whether or not faculty
housing at a college qualified for exenption, applied a two-part test.
First, were the residents of the houses required to live in their
resi dences because of their exenpt duties for the organization, or were
they required to, or did they performany of their exenpt duties there?
MacMurray College v. Wight, 38 Ill1.2d 272 (1967). | have previously found
that the overnight supervisor's quarters were reasonably necessary to the
operation of this group hone.

Based on the foregoing, | conclude that the Applicant, a charitable



organi zation, owned the parcel here in issue during the period January 26,
1993, through Decenber 31, 1993. | further conclude that this parcel was in
the process of being adapted for exenpt use during the period January 26,
1993, through May 1, 1993. Finally, |1 conclude that this parcel and the
resi dence thereon, were used for exenpt purposes during the period May 1,
1993, through Decenber 31, 1993.

| therefore reconmmend that DuPage County parcel No. 05-35-100-010 be

exenpt fromreal estate taxation for 93% of the 1993 assessnent year

Respectful ly Submtted,

George H. Naf zi ger
Adm ni strative Law Judge

May ., 1995



